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The Federal Energy Regul atory Conm ssion today conditionally
accepted a proposal fromthe California i ndependent system
operator (1SO that would allow its transm ssion custoners to
have nore price certainty.

Today's order sets a tenporary framework for firm
transm ssion rights (FTRs). The Conm ssion noted in an earlier
order that as a neans of fostering the devel opnent of a
conpetitive and efficient electricity market, the |1SO needed to
devel op FTRs. These allow the transm ssion custoner to hedge the
risk of fluctuating congestion charges--a key consideration in
light of the anmount of investnment capital needed by future market
partici pants.

Comment ed Chai rman Janmes J. Hoecker: "FTRs represent a
maj or mar ket devel opnent bringing nore price certainty to
transm ssion custonmers using financial arrangenents that allow
mar ket participants to manage risk and will hasten the
devel opnent of a truly conpetitive and efficient bulk market."

Key el enents of the |1SO proposal incl ude:

FTRs will be issued by way of an auction.

FTRs initially will have a one-year term the Conm ssion
also directed the 1SO to develop long-term FTRs.

. FTRs may be transferred to others and the SO w Il post the
identity of the registered 1SO holder on its Internet site.
. Any entity, except the 1SO may participate in the auction

if it satisfies certain financial and technical criteri a.
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The Comm ssion directed the ISOto file, by Cctober 1, an
assessnment by its Market Surveillance Commttee of the FTR
program
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